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EXHIBIT A. , / \ 

ELI LILLY AND COMPANY 

INDIANAPOLIS «. u. s. A. 

January 20, 1967 

(UC(Nf M KtOif { I 

jf* £ \J 

Mr. George L. Varnes V f 0 o 

7777 Ridge Road y0’ /%}) fA 

Indianapolis, Indiana 46220 i fy* 

A Y'' 

Dear Mr. Varnes: 


Attached to this letter is a Stock Option Grant executed on thia 
date and granting to you the right to purchase Common Stock of 
the Company in accordance with the terms aiid conditions stated 
in the Option. The Option Price, which is the fair market value • > 
of the stock on this date, is $89.50. ,fv 


Two types of options have been granted by the Company. Options 
granted before January 1, 1964, are called "restricted stock options" 
and options granted after December 31, 1963, are called "qualified 
stock options". Both designations are the terminology used by the 
Internal Revenue Code. 


This Option is intended to be a "qualified stock option". I am advised 
that no income tax is imposed, either when the Option is granted or 
at the time it is exercised. Also, if the Option Shares are not disposed 
of within three 13) years from the date of acquisition, the gain on any • 
subsequent sale will be taxed at capital gain rates. 

The holding period for any stock purchased under a "restricted stock 
option" remains the same, if the Option Shares are not disposed of 
within two (2) years following the date of the stock option grant and 
six (6) months following the date of transfer, capital gain rates will 
apply to any later sale. 

I recommend that you study carefully the provisions of the Option. 
Before exercising your right to purchase slock under this Option or 
disposing of your Option Shares by sale or gift, I urge you to be 
properly advised of possible application of provisions of the Internal 
Revenue Code. The consequences of mistaken action could be most 
costly to you 

It gives me pleasure to extend to you this stock purchase privilege. 

Sincerely yours. 


KNB:MWS 
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E LI LILLY AND COMPANY 

STOCK OPTION GRANT 








*•*». 


This stock option ("Option") has been granted this 20th 

day of January, 1967, by Ell Lilly and Company, an Indiana 

corporation, with its principal offices in Indianapolis, Indiana 

* • . * ' * • * • • 

. * * • . 

("Lilly**), to ‘George L. Varnot 

• . • 
residing*at 7777 Ridge Road, Indianapolis, Indiana 46220• 


("Optionee"). 


- • -*.V 


• • 
• »•* 


RECITALS 


• Pursuant to the 1964 STOCK OPTION PLAN FOR EU 
LILLY AND COMPANY AND ITS SUBSIDIARIES, as amended 
("Plan"), the Stock Option Committee ("Committee") has 
determined upon the foyn of this Option and selected the Optionee, 
an employee of the Company (including Lilly and its subsidiaries), 
as a participant eligible unde; .he Plan. 


* -a. . 


OPTION 


Lilly hereby grants to Optionee the right to purchase the 
Option Shares from Lilly upon the terms and conditions following: 


of 


Section 1. Option Shares . The Option Shares shall consist 
- 4 t- 000 - shares of Common Stock of Lilly.. 




» • 
I 
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EXHIBIT A 




Section 2. Option Price, The option price shall be $ , 89r5<fr 
per share ("Option Price"), determined by the Committee to be the . • 
fair market value of the Option Shares at the time this Option is • . , 

granted. • ;• * ' . 

Section 3. Adjustments to Option Shar es and Option Price . 

In the event of any subdivision or combination of shares of Common. '* . 
Stock of Lilly, or in the event of a stock dividend, capital reorganisa¬ 
tion, consolidation or merger, an appropriate adjustment shall be 
made to the number of Option Shares still subject to purchase under 
this Option or to the Option Price with respect to such shares or to 
both. The Committee shall determine what adjustments, if any, are .* 
appropriate to reflect such event. 

* * • • t 

Section 4. Option Peri od. The period during which this 
Option may be exercised ("Option Period") shall commence on the 
date of this Option and end at the close of business on the 19th day 
. of January, 1972 ("Termination Date"); provided that the Option 
Period shall terminate upon the occurrence prior to the Termination • 

Date of any of thb following: . . . * 

. * • • • 

a. Termination of employment (as defined below) of 
Optionee with the Company, except-in cases in which 
concurrently with such termination. Optionee dies or 
becomes a Retired Employee or a Deferred Benefit Employee 
under The Lilly Retirement Plan. 

b. At the close of business on the day two (Z) months 
next following the Optionee's becoming a Retired Employee 
or a Deferred Benefit Employee under The Lilly Retirement 

‘Plan. 

c. Expiration of eleven (11) months after the death of Optionee 
if Optionee's death occurs during the Option Period and 

while he is in the active service of the Company as an 
officer or other executive, professional or administrative 
employee. 

• • 

"Termination of employment" shall mean the cessation for any reason 
of the relation of employer and employee between the Optionee and the 
Company. The Committee shall determine if a bona fide leave of 
absence constitutes a termination of employment. 

Section 5. Limitations on Right to Exercise Option . The 
right to exercise this Option during the Option Period shall be subject 
to the following limitations: . 
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• EXHIBIT A 

• • - • • , • 

a*. Daring the lifetime of Optionee no one, other then 
Optionee, may exercise this Option. 

•*.•**• # • 

b. After the death of Optionee, the Option maybe 

exercised only by the personal representatives or other 

• person or persons ("Successor Optionee") entitled to the 
Option under the last will and testament of Optionee or 
under the laws of descent and distribution, as the case may 
be, in accordance with the provisions of Section 7. 

• # e * • * 

• . , * 

‘ c. There shall be no right to exercise this Option. 

. with respect to a fractional share or with respect to less 

than thirty (30) Option Shares unless the exercise covers 

the entire balance of the Option Shares under this Option. 

. ' * d. This Option may not be exercised unless the 

- shares subject to purchase upon exercise are then registered 
under the Securities Act of. 1933 and a current prospectus 
meeting the requirements of such Act is then available. Until 
expiration of the Option Period or until such earlier date on 
which this Option nay be exercised in full, Lilly will 
endeavor to keep current under such Act a registration 
statement covering such shares and to keep available a 
current prospectus meeting the requirements of such Act. 

• • 

. * c * 

e. This Option may not be exercised while there is 
outstanding an Option granted by Lilly to Optionee before 
the granting of this Option, with an option price, adjusted 
to such date, higher than the Option Price of this Option. 

For purposes of this paragraph an Option is outstanding 
until it is exercised in full or until it expires solely by lapse 
of time. 

J* • • ’ « 

Section 6. Hon-Transfer of Option. This Option is not transfer* 

able except by will or undsr the laws of descent and distribution after 

the death of Optionee. • 

• . • •• 

• * • 

Section 7 . Manner of Exercise of Option . Any exercise of this 
Option must be by notice in writing, substantially in the form attached 
as Exhibit A to this Option, given to the Treasurer of Lilly. Such notice 
must specify the number of Option Shares being purchased and must be* 
accdmpanied by payment in full for the Option Shares being purchased, 
eithet in cash or by certified or cashier's check to the order of Lilly. 

t ‘ • 

Section 3. Ownership of Option Stock and Delivery of Certificate. 


Upon satisfaction of the conditions specified in Section 7, Lilly shall 
take prompt action to have the Option Shares issued or transferred to 
Optioneo or to Successor Optionee and such Optionee or Successor 
Optionee shall be the owner of such Option Shares from and after the 
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. - EXHIBIT A 

date of their issuance or transfer on the books of Lilly. Lilly agrees, 
within a reasonable time thereafter, to deliver to Optionee or to 
Successor Optionee a certificate or certificates evidencing ownership 
of the Option Shares with respect to which this Option has been so 
exercised. 

. . ... 

* • • 

• Section 9. Notices and Payments. Any notice to be given by 
Optionee or by Successor Optionee hereunder shall be in writing, and 
any such notice and payment hereunder shall be deemed to have been 
duly given or made only upon receipt thereof by the Treasurer of Lilly 
at 740 South Alabama Street. Indianapolis. Indiana. Any notice or 
communication by Lilly hereunder shall be in writing and shall be 
deemed to have been given in the case of Optionee if mailed or delivered 
to Optionee at his address above set forth, or to crnch other address as * 
Optionee may specify for the purpose by notice to Lilly, and in the case 
. of any Successor Optionee to such address as Successor Optionee may 
specify for the purpose by notice in writing to Lilly. . 

*• ' • ’ ‘ • . • 

Section 10. Agreement to Serve . By accepting this Option. 

Optionee agrees to remain in the service of the Company for a period 
least two (?, /ears from tho date hereof, at the pleasure of the 
employing Company, and at such compensation as the Board of Directors 
or the Salary Committee of the employing Company shall reasonably 
determine from time to time. . . 

• • * v • 

Section 11 . Sale of Option Stock Within Three Years » If Optionee 
shall dispose of Option Shares by sale, exchange, gift or transfer of 
legal title, prior to the expiration of the three (3) year period beginning 
on the day following the issuance or transfer of such Option Shares to 
Optionee, he shall promptly notify the Secretary of Lilly of such disposi* 
tioa. 

. . * j 

Section 12. Waiver. The waiver by Lilly of any provision of ' 
this Option, at any time or for any purpose shall not operate as or be " 
construed to be a waiver of tbe same or any other provision of this 
Option at any subsequent time or for any other purpose. 

Section 13 . Revocation or Modification. This Option shall be 
irrevocable during the Option Period and its validity and construction 
shall be governed by t!\e laws of the State of Indiana, except that Lilly 
shall have the right to revoke this Option at any time during tho Option 
Period if it is contrary to law or to modify it to bring it into compliance 
with any valid and mandatory regulation now or hereafter promulgated 
by any governmental agency having jurisdiction. 
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• EXHIBIT A . . r ' . •. 

Section 14. Sgcrion Headings. The section headings in this 
Option are for convenience of reference only and shall not be deemed 
apart of, or germane to, the interpretation or construction of this 

°P tiOB - . r . .... .. .... .*• •••. 

S ection 15 . Determinations by C ommittee . Determinations by 
the Committee pursuant to any provision of the Plan or of this Option 
shall be final and conclusive unless otherwise determined by the Board 
of Directors of Lilly and in any such event such determination by the 
Board of Directors of Lilly shall be final and conclusive. 

• • . • • 

S ection 16 . Effective Date. The effective date of this Option 
shall be the date of its execution by Lilly and the same shall be fully 
effective from and after such date. 

• .• ' i •* .* * •• •*; * ‘ 

• • 

.IN WITNESS WHEREOF, Lilly has caused this Option to be 
executed and its Corporate Seal to be hereunto affixed, in Indianapolis, 
Indiana, by its proper officers thereunto duly authorized, on the date 
hereinabove first set forth. T 

• . ... • . 

* , *• • , • * . • • 

* t* . • . • 

. ELI LILLY AND COMPANY 


Attests 




()? 


C. H. Bradley, Jr., Secretary 


: • • • • •. > 
•••••• 

* •• • • , • 




Beesley, President 
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••••» • 


» *\ 

• • ». 


•• % 




. -• *. • 

.• • • . 


(Data) 


Eli Lilly and Company 
740 South Alabama Street 
Indianapolis, Indiana 46206 



Attention: Treasurer * • **;- - v * *. 

• • * •* f* • • # . 

• . .•••*• 


Gentlemen: 

Pursuant to the provisions of the Option dated_ 

granted by Eli Lilly and Company to the undersigned, to purchase 
common stock of Ell Lilly and Company, notice is hereby given 
that the undersigned elects to exercise said option with respect to 
(Specify number of shares) _. (Cash) (Certified Check) 


(Cashiers Check) 


to your order, in the amount of 
accompanies this letter, 

• • . • • . 

. Very truly yours. 


/ 

MWS 


. ' / 




. •• 

• • • 


•» 
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EXHIBIT B. 

ELI LILLY AND COMPANY 

INDIAHA^OLtS, INDIANA 41101 


January 19. 1968 /' 

> 


Mr. George L. Varnes 
7777 Ridge Road 
* Indianapolis. Indiana 46220 

• • 

Dear Mr. Varnes: 


V". 


\ 


w 

\ 


r>-jr 

iy 


'\ 






% \ 


I. 


fV' 

4t 


V' 

•< 




Attached to this letter is a Stock Option Grant executed on this 
date and granting to you the right to purchase Common Stock of 
the Company' in accordance with the terms and conditions stated 
in the Option. The Option Price, which is the fair market value 
of the stock on this date, is $103.50. 


Two types of options have been granted by the Company. Options 
granted before January 1, 1964, are called "restricted stock options" 
and options granted after December 31, .1963, are called "qualified 
stock options". Both designations are the terminology used by the 

Internal Revenue Code. 

•• 

This Option is intended to be a "qualified stock option". I am advised 
that no income tax is imposed, either when tho Option is granted or 
at the time it is exercised. Also, if the Option Shares are not disposed 
of within three (3) years from the date of acquisition, the gain on any 
subsequent sale will be taxed at capital gain rates. 


* The holding period for any stock purchased under a "restricted stock 
option" remains the same. If the Option Shares are not disposed of 
within two (2) years following tho date of the stock option grant and 
six (6) months following the date of transfer, capital gain rates will 
apply to any later sale. 

I recommend, that you study carefully the provisions of the Option. . 
Before exercising your right to purchase stock under this Option or 
disposing of your Option Shares by sale or gift, I urge you to be 
properly advised of possible application of provisions of the Internal 
Revenue Code. Tho consequences of mistaken action could be most 
costly to you. 


It gives me pleasure to extend to you this stock purchase privilege. 

• . • 

• Sincerely yours, 

J : * • ' 


• / 


/ * 1/ • 

ft \ . . * . <•%' 


KW.rMWS 
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EXHIBIT B 

• • 

EIJ LILLY AND COMPANY 
STOCK OPTION CHANT 

This stock option ("Option") has been granted this 19th 


day of January, 1968, by Eli Lilly and Company, an Indiana 
Corporation, with its principal offices in Indianapolis, Indiana, 
("Lilly"), to 



("Optionee")., 


RECITALS 

Pursuant to the 1964 STOCK OPTION PLAN FOR ELI 
LILLY AND COMPANY AND ITS SUBSIDIARIES, as amended 
("Plan"), which is incorporated by reference herein, the Stock 
Option Committee ("Committee") has determined upon the form 
of this Option and selected the Optionee, an employee of the 
Company (including Lilly and its subsidiaries), as a participant 
eligible under the Plan. 


OPTI ON 

Lilly hereby grants to Optionee lint right to purchase the 
Option Shares from Lilly upon the terms and conditions following: 

S ection 1 . Option Shares . The Option Shares shall consist 
of_ 4000 shares of Common Sloe, of Lilly. 






EXHIBIT B 4 

Sectio n 2. Opt io n Price . The option price sliall be $lOi. Ml 
per share (''Option Price"), determined l»y the Committee to be the 
fair market value of the Option Shares at the time this Option is 
granted. * 

• 

Section 3 . Adjus tme nts to Option Shares and Option Price . 

In the* event of any subdivision or combination of shares of Common 
Stock of Lilly, or in the event of a stock dividend, capital reorganiza¬ 
tion, consolidation or merger, an appropriate adjustment shall be 
made to the number of Option Shares still subject to purchase under 
this Option or to the Option Price with respect to such shares or to 
both. The Committee shall determine what adjustments, if any, arc 
appropriate to reflect such event. 

Section 4 . Option Period. The period during which this 
Option may. be exercised ("Option Period") shall commence on the 
date of this Option and end at the close of business on the 18th •. 
of January, 1973 ("Termination Date"); provided that the Option 
Period shall terminate upon the occurrence prior to the Termination 
Date of any of the following: 

a. Termination of employment (as defined below) of 
Optionee with the Company, except in eases' in which 
concurrently with such termination. Optionee dies or becomes 
a Retired Employee or a Deferred Benefit Employee under 
The Lilly Retirement Plan. 

b. At the close of business on the day two (2) months 
next following the Optionee's becoming a Retired Employee 

or a Deferred benefit Employee under The Lilly Retirement 
Plan. 


c. Expiratio. of eleven (11) months after the death 
of Optionee if Optionee's death occurs while he is in the 
active service of the Company an an officer or other 
executive, professional or administrative employee. 

• • 

"Termination of employment" shall mean the cessation for any reason 
of the relation of employer and employee between the Optionee and 
the Company. The Committee shall determine if a bona fide leave of 
absence constitutes a termination of employment. 

Section S . Limi t ations on Right to Exorcise Option . The 
right to exorcise this Option during the Option Period shall be 
subject to the following limitations: 

• 

a. During the lifetime of Optionee'no one, other than 
Optionee, may exercise tins Option. 


i 
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EXHIBIT B 

l». After liit* de.iili of C)|iii.iiift*. tin* Option may be 
exercised only by the personal representatives or other 
person or persons ("Successor Optionee'') entitled to tin 
Option under the last will and testament of Optionee or 
under the laws of descent and distribution, as the case may 
be. 

c. There shall be no right to exercise this Option 
with respect to a fractional share or with respect to less 
than thirty (30) Option Shares unless the exercise covers • 
the entire balance of the Option Shares under this Option. 

d. This Option may not bo exercised unless the 
shades subject to purchase upon exercise are then registered 
under the Securities Act of 1933 and a current prospectus 
moetin” the requirements of such Act is then available or unless 
such registration or such current prospectus is no longer • 
required by law. Until expiration of the Option Period or 

until such earlier date on which tins Option may be exercised 
in full, Lilly will endeavor to keep current under such Act a 
registration statement covering such shares and to keep 
available a current prospectus meeting the requirements of 
such Act. 

e. This Option may not be exercised while there is 
outstanding an Option granted by Lilly to Optionee before the 
granting of this Option, With an option price, adjusted to 
such date, higher than the Option Price of this Option. For 
purposes of this paragraph an Option is outstanding until it 
is exercised in full or until it expires soljly by lapse of 
time. 

• • 

Sect i on 6. Non-Transfer of Optio n. This Option is not transfer¬ 
able! except by will or under the laws of descent and distribution after 
the death of .Optionee. 

S ection 7 . Manner of Exorcise of Option . Any exercise of this 
Option must he by notice iu writing, substantially in the form attached 
as Exhibit A to this Option, given to the Treasurer of Lilly. Such notice 
must specify the number of Option Shares being purchased and must bit 
accompanied by payment in full for the Option Shares being purchased, • 
either in cash or by certified or cashier's check to the order of Lilly. 

Section H. Ownersh ip of Op tion Slock and D el ivery of Ce rti fica te. 
Upon satisfaction of the conditions specified in Section i. Lilly shall 
lake prompt action in have the Option Shares issued or transferred to 
Optionee or to Successor Optionee and such Optionee or Successor 
Optionee shall be the owner .of such Option Shares from and after llw 
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EXHIBIT B 

«lnl»* of their issuance ur transi.r »u tin* leaks of I .illy. Lilly a-roe*, 
within a tilde thereafter, to deliver to Optionee or to 

Successor Optionee a certificate or certificate*: evidencing ownership 
of the Option Shares with respect to which this Option has tiucii so 
exercised. 

Section 9 . Notices and P - - vnients . Any notice to bo given by 
Optionee or by Successor Optionee hereunder shall be in writing, and 
any such notice and payment herepnder shall be deemed to have been 
duly given or made only upon receipt thereof by the Treasurer of Lilly 
at 740 South Alabama Street, Indianapolis, Indiana. Any notice or 
communication by Lilly here.under shall be in writing and shall be 
deemed to have been given in the case of Optionee if mailed or delivered 
to Optionee at his address above set forth, or to such other address as 
Optionee may specify for the purpose by notice to Lilly, and in the case 
of any Successor Optionee to such address as Successor Optionee may 
specify for thu purpose by notice in writing to Lilly. 

Section 10. Agreement to Serve . By accepting this Option, 
Optionee agrees to remain in the service of the Company for a period 
of at least two (2) years from the date hereof, at the pleasure of the - 
employing Company, and at such compensation as the Board of Directors 
or the Salary Committee of the employing Company shall reasonably 
determine from time to time. 

• a 

Sg-9l ion 1 1. Sale of Option Stock Within Three Years . If Optionee 
shall dispose of Option Shares by.sale, exchange, gift or transfer of 
legal title, prior to the expiration of the three (3) year period beginning 
on the day following the issuance or transfer of such Option Shares to 

Optionee, he shall promptly notify the Secretary of Lilly of such disposi¬ 
tion. r 

•geejion 12. Waiver. The waiver by Lilly of any provision of 
this Option at any time or for any purpose shall not operate as or be 
construed to be a waiver of the same or any other provision of this 
Option at any subsequent time or for any other purpose. 

novotrn rii.n or Modification . * This Option shall be 
irrevocabJe.during the Option Period and its validity and construction 
shall bo governed by the laws of the State of Indiana, except that Lilly 
shall have the right to revoke this Option at any time during tin- Option 
leriod it it is contrary to law or to modify it to bring it into Compliance 
with any valid and mandatory regulation now or hereafter promulgated 
by any governmental agency having jurisdiction. 
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EXHIBIT B 

Section 14. Headings. Tins section headings iu tit's 

Option arc lor couvcnionrv of rcfi-rcwo only and slnll not he chjemod 
a part of, or germane l °, lh.« interpretation or construction of this 
Option. • 

Sec t ion 15 . Dete r minations by Committee .- Determinations by 
the Committee pursuant to any provision of the Plan or of this Option 
shall bu final and conclusive unless otherwise determined by the Board 
of Directors of Lilly and in any such event such determination by the 
Board of Directors of Lilly shall be final and conclusive. 

p ■ 

Section 16 . Effective Date . The effective date of this Option 
shall be the date of its execution by Lilly and the same shall be fully 
effective from and after svich date. 


IN WITNESS WHEREOF, Lilly has caused this Option to be 
executed and its Corporate Seal to be hereunto affixed, in Indianapolis, 
Indiana, by its proper officers thereunto duly authorized, on the dale 
hereinabove first set forth. . ' 


Attest: 


1. II. Bradley, Jr./jr'/vere 


Gvcreiary 


ELI LILLY AND COMPANY . 

<■////iff■ 

E. N. Bceslcy, President" 

/ 











14 


EXHIBIT B 

EXHIBIT A 



(Date) 

* • • •• 

Eli Lilly and Company 

740 South Alabama Street 
Indianapolis, Indiana 46206 

• • 

Attention: Treasurer 


• 

Gentlemen: 

• 


• • 

Pursuant to the provisions of the Option dated ‘ • _, 

granted by Eli Lilly and Company to the undersigned, to purchase 
common stock of Eli Lilly and Company, notice is hereby given 
that the undersigned elects to exercise said option with respect to 

(Specify number of shares) _ L __. (Cash) (Certified Check) 

(Cashiers Check) _ to your order, in the amount of 

$_accompanies this letter. 

Very truly yours. 


MWS 
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EXHIBIT C. 

ELI LILLY AND COMPANY 

• NDIANAfOI.lt, INDIAN* 4«tO« 

February 7, 1969 


\ r 

M 


I.UtHt % •&V4tCf 

• « 1 |h» 


Mr* George L. Varnes 
7777 Ridge Road 
Indianapolis, Indiana 46220 

Dear Mr. Varnes: 


Or 


Attached to this letter is a Stock Option executed on this date and 
granting to you the right to purchase Common Stock of the Company 
in accordance with the terms and conditions stated in the Option. . 

The Option Price, which is the fair market value of the stock on this 
date, is $79. 08. 

Two types of options have been granted by the Company. Options 
granted before January 1, 1964, are called "restricted stock options" 
and option: granted after December*31, 1963, are called "qualified 
stock options". Both designations are the terminology used by the 
Internal Revenue Code. 

i 

This Option is intended to be a "qualified stock option". I am advised 
that no income tax is imposed, either when the Option is granted or 
at the time it is exercised. Also, if the option shares are not disposed 
of within three (3) years from.the date of acquisition, the gain on any 
subsequent sale will be taxed at capital gain rates. 

The holding period for any stock purchased under a "restricted stock 
•option" remains .the same. If the option shares are not disposed of 
within six (6) months following the date of transfer, capital gain rates 
will apply to any later sale. 

I recommend that you study carefully the provisions of the Option. 
Before exercising your right to purchase stock under this Option or 
disposing of your option shares by sale or gift, I urge you to be 
properly advised of possible application of provisions of the Internal 
Revenue Code. The consequences of mistaken action could be most 
costly to you. 

It gives me pleasure to extend to you this stock purchase privilege. 

^-Sincerely yours, . 


^^fiincercly yours, 

/ / : V; : 

• 0 > ■* •’ 

V • >' * • 
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EXHIBIT C 

ELI LILLY AND COMPANY 
STOCK OPTION 


This Stock Option has been granted this 7th day of February, 1969, 
by Eli Lilly and Company, an Indiana corporation, with its principal offices 
in Indian?- 'olis, Indiana ("Lilly"), to 

Goo rye L. Varncs _ . _ _ ___ 

r 

residing at 7777 Ridrc Rond, Indianapolis, Indiana 46220___ 


("Optionee"). 


RECITALS 

Pursuant to the 1968 STOCK OPTION PLAN OF ELI LILLY AND 
COMPANY (1968 Plan), which is incorporated by reference herein, the Stock 
Option Committee ("Committee") has determined upon the form of this Stock 
Option and selected the Optionee, an Eligible Employee of the Company, to 
receive a Stock Option under the 1968 Plan. Reference is made to the 1968 
Plan for definitions of terms used in this Stock Option. 


OPTION 

• / 

Lilly hereby grants to Optionee the right to purchase Lilly Stock from 
Lilly upon the terms and conditions following: 

Section 1. Number of Shares. The Optionee may purchase a total of 
4,000 shares of Lilly Stock by one or more exercises of this Stock 

Option, such number, however, being subject to a Recapitalization Adjustment 
under the provisions of Section 3. 








EXHIBIT C 

Section 2 . Op tion I*rice . The Option Price be $79.08 per share, 

which has been ilclcrnii!iC<J by the Committee to be the l'air Market Value of 
Lilly Stock at the time this Stock*Option is granted, such Option Price, however, 
being subject to a Recapitalization Adjustment under the provisions of'Section 3. 

Section 3. Adjustments to Number of Shares and Option Price. In the event 
of any subdivision or combination of shares of Lilly Slock, or in the event of a 
stock dividend, capital reorganization, consolidation or merger with Lilly ns the 
surviving corporation, such Recapitalization Adjustment as the Committee shall 
deem to be appropriate shall be made to the number of shares still subject to purchase 
under this Slock Option or to the Option Price with respect to such shares or to both. 

Section 4. Option Period. The Option Period during which this Stock 
Option may be exercised shall commence on the date of this Stock Option and 
end at the close of business on the 6tli day of February, 1974 ("Termination 
Date"); provided that the Option Period shall terminate upon the occurrence prior 
to the Termination Date of any of the following: 

. a. Termination of employment (as defined below) of Optionee 
with the Company, except in eases in which concurrently with such 
termination. Optionee dies or becomes a Retired Employee or a 
Deferred Benefit Employee under The Lilly Retirement Plan. 

b. At the close of business on the day two (2) months next 

following the Optionee’s becoming a Retired Employee or a Deferred 
Benefit Employee under The Lilly Retirement Plan. * 

c. Expiration of eleven (11) months after the death of Optionee 
if Optionee’s death occurs while he is in the active service of the 
Company as an officer or other executive, professional or adminis- 
trative employee. 

"Termination of employment" shall mean the cessation for any reason of the 
relation of employer and employee between the Optionee and the Company. The 
Committee shall determine if a bona fide leave of absence constitutes a termination 
of employment. 

Section 5. Limitations on Right to Exercise Stock Option. The right to 
exercise this Stock Option during the Option Period shall be subject to the following 
limitations: 

a. During the lifetime of Optionee no one, other than Optionee, 
may .exercise this Stock Option. 

■ b. After the death of Optionee, the Option may be exercised only by 
a Successor Optionee who has satisfied Lilly of his entitlement pursuant 
to the last will and testament of Optionee or to the laws of descent and 
distribution where applicable to the estate of a deceased Optionee. 


-2- 
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EXHIBIT C 

c * There shall bo ikj right to uxi-rri<ti« thin .Stock Option with 
respect to a fractional share or with respect to Jess than fifty (50) 
shares of Lilly Stock unless the exercise covers the entire balance 
of the shares of Lilly Stock subject to purchase under this Stock 
Option. 

d. This Stock Option may not be exercised unless the shares 
of Lilly Stock subject to purchase upon exercise are then registered 
under the Sccuri.ics Act of 1933 and a current prospectus meeting 
the requirements of such Act is then available or unless such regis- 
tration or such current prospectus is no longer required by law. 

Until expiration of the Option Period or until such earlier date on 
which this Stock Option has been exercised in full, Lilly will endeavor 
to keep current under such Act a registration statement covering such 
shares and to keep available a current prospectus meeting the require¬ 
ments of such Act. 

• • * 

e. This Stock Option may not be exercised while there is an 
Outstanding Option granted by Lilly to Optionee before the granting 
of this Stock Option, with an Option Price, adjusted to such date, 
higher than the Option Price of this Stock Option. 

• • 

Section 6. Non-Transfer of Stock Option . This Stock Option is not 
transferable except to a Successor Optionee upon satisfactory proof being 
submitted to Lilly of the death of the Optionee and of the entitlement of the 
Successor Optionee under the will of the Optionee or under the laws of descent 
and distribution where applicable to the estate of the deceased Optionee. 

Section 7. Manner of Exercise of Stock Option. Any exercise of this 
Stock Option must be by notice in writing, substantially in the form attached as 
Appendix A to this Stock Option, given to the Treasurer of Lilly. Such notice 
must specify the number of shares of Lilly Stock covered by the exercise and 
must be accompanied by payment in full for the shares of Lilly Stock covered by 
the exercise, either in cash or by certified or cashier's check to the order of 
Lilly. 

Section 8. Ownership of L i lly S tock and Delivery of Certificate. Upon 
satisfaction of the conditions specified in Section 7, Lilly shall take prompt action 
to have the shares of Lilly Stock covered by the particular exercise of this Stock 
Option issued or transferred to Optionee or to Successor Optionee and such 
Optionee or Successor Optionee shall l*c the owner of such shares of Lilly Stock 
covered by the particular exercise of this Stock Option from and after the date o 
their issuance or transfer on the books of Lilly. Lilly agrees, within a rcasontihli 
time thereafter, to deliver to Optionee or to Successor Optionee a certificate or 
certificates evidencing ownership of the shares of Lilly Stock covered by the 
particular exercise of Stock Option. 


-3- 
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EXHIBIT C 

Suction 9. Notic es ar.d [ '.lymoti'ii. Any notice* to bo given by Optionee ort»y 
Successor Optionee hereunder'shall be in writing, and any such notice and payment 
hereunder slwll be deemed to have beer, duly given or made only upon receipt 
thereof by the Treasurer of Lilly at 307 Eaut McCarty Street, Indianapolis, Indiana 
46225, Any notice or communication by Lilly hereunder shall bo in writing and 
shall be deemed to have been given in the case of Optionee if mailed or delivered 
to Optionee at his address above set forth, or to such ether address as Optionee 
may specify for the purpose by notice to Lilly, and in the case of any Successor 
Optionee to such address as Successor Optionee may specify for the purpose by 
notice in writing to Lilly. 


Section 10. Agreement to Serve. By accepting this Stock Option. Optionee 
agrees to remain in the service of the Company for a period of at least two (2) 
years from the date hereof, at the pleasure of the employing Company, and at 
such compensation as the Board of Directors or the Salary Committee of the 
employing Company shall reasonably determine from time to time. 


Section 11. Sale of Lilly S toc k Within Three Years, If Optionee shall 
dispose of Lilly Stock purchased upon an exercise of this Stock Option by sale, 
exchange, gift or transfer of legal title, prior to the expiration of the three (3) 
year period beginning on the day following the issuance or transfer of such 
shares of Lilly Stock to Optionee, he shall promptly notify the Secretary of 
Lilly of such disposition. 

Section 12. Waiver. The waiver by Lilly of any provision of this Stock 
Option at any lime or for any purpose shall not operate as or be construed to be 
a waiver of the same or any other provision of this Stock Option at any subsequent 
time or for any other purpose. 


Section 13. Termination. Modifica tion or Substitution of Stock Option. 
This Stock Option shall be irrevocable during the Option Period except that Lilly 
shall have the right to terminate, modify or provide a substitute stock option 
for this Stock Option upon the conditions and subject to the provisions specified 
in paragraph (h) of Section 4. 1 of the 1963 Plan. 

# 

Section 14. Sect i on Hea dings. The section headings in this Stock Option 
arc for convenience of rclorencv only and shall not be deemed a part of, or 
germane to, the interpretation or construction of this Stork Option. 

Section 15. D vtormina tions by Comm ittee. Determinations by the 
Committee pursuant to any provision of the IVutt Plan or of this Stork Option 
shall be final and conclusive. 


- 4 - 
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EXHIBIT C 

Sec ti on )(>. Effectiv e Dote. Tin? effective dale of this * 
be the dale of its execution by Lilly and the same shall be fully 
and after such date. 


Itock Option shall 
effective from 


Se ction 17. Governing Law . The validity and construction of this Stock 
Option sTiall be governed by the laws of the State of Indiana. It is intended that 
this Stock Option constitute a Qualified Stock Option and it shall be construed in 
a manner consistent with such requirements. 

• 

IN WITNESS WHEREOF, Lilly has caused this Stock Option to be executed 
and its Corporate* Seal to be hereunto affixed, in Indianapolis, Indiana, by its 
proper officers thereunto duly auth ^zed, on the date hereinabove first set forth. 


ATTEST: 


H. Bradley, Jr. (J*£Cr 


:retary 


ELI LILLY AND COMPANY 


By_ 


</ • 

/• / ; . / 

• 7*94 

• /: •* s 


/• t 


E. N. Bccslcy, President 


/ 





-5- 
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EXHIBIT C 
APPENDIX A 


(Date) 


Eli Lilly and Company 

307 East McCarty Street. ■* 

Indianapolis, Indiana 46225 

Attention: Treasurer 

Gentlemen: , 

Pursuant to the provisions of the Stock Option dated 
February 7 , 1969, granted by Eli Lilly and Company to the 
undersigned, to purchase common stock of Eli Lilly and 
Company, notice is hereby giver, that the undersigned elects 
to exercise such option with respect to .( Specify number of shares ). 
( Cash) (Certified check) (Cashiers check ) to your order, in the 
amount of $_accompanies this letter. 



Very truly yours. 
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EXHIBIT D. 

ELI LILLY AND COMPANY 

INDIANAPOLIS. INDIANA 4»IO« 

May 18. 1970 

ININ C. MCI 

NKMiCWf 


Mr. George L. Varnes 
7777 Ridge Road 
Indianapolis. Indiana 46240 

Dear Mr. Varnes: 

• D • • 

Attached to this letter are two stock options granted 
to you under the 1968 Stock Option Plan of the Company to * 
purchase shares of the Company's Common Stock at $ 87.50 
per share, the fair market value of such stock on May 18. 1970. 
One option is entitled "Qualified Stock Option", and the other 
option is entitled "Non-Qualified Stock Option". The non-qualified 
stock option first becomes exercisable on May 18, 1975, and 
terminates on May 17, 1980. The qualified stock option is 
immediately exercisable and terminates on May 17, 1975. The 
number of shares purchasable under the non-qualified stock option 
will be reduced by the number you purchase under the qualified 
stock option. 

The non-qualified stock option does not increase the 
aggregate number of shares that you are entitled to purchase . 
However, to the extent that you chouse not to exercise the qualified 
•stock option before its termination, you will have an additional 
five-year period to purchase the balance of shares under the non¬ 
qualified stock option. 

In general, a qualified stock option entitles you to 
capital gains treatment on profits on the sale of shares purchased 
under that option if you meet the three-year holding period 
prescribed by the Internal Revenue Code. However, to the extent 
that you purchase stock undor the non-qualified stock option, you 
will ircur ordinary income tax in the amount of the difference 
between the option price and the fair market value on the date of 
exercise. 

• # 

Also attached for your information and study is a 

more detailed explanation of the qualified and non-qualified stock 
'options. I recommend that you study carefully the provisions of 
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each option and the explanation. Before exercising your right 
to purchase stock under either option or disposing of your 
option shares by sale, exchange, gift, or transfer of legal title, 
1 urge you to be properly advised of the possible application of 
the provisions of the Internal Revenue Code. The consequences 
of mistaken action could be most costly to you. 

It gives me pleasure to extend to you this stock 
purchase privilege. 

«. Sincerely yours, 


BEB:MWS 

% 


i 

0 


• f* 









( 


EXHIBIT D 

KM l.ll.LY AM) COMPANY 


QUALIFIED STOCK OPTION 

• Tills Stock Option has liccn (•rar.tccl this IHtli day of May, \970, by Eli Tilly and 
Company, an Indiana corporation, with its princi)>al offices in Indianapolis, Indiana 
(-Tilly”), to • 

__Ccorga_T 4jl V* y ncs___ 

residing at ‘ 7777 Ridgo Road __ ' 

Indianapolis, Indiana 46240 
(“Optionee”). : 


RECITALS 


• Pursuant to the 1968 STOCK OPTION PLAN OF ELI LILLY AND COMPANY 
("1968 Plan”), as amended, which is incorporated by reference herein, the Stock Option 
Committee ("Committee”) nas determined upon the form of this Stock Option and selected 
the Optionee, an Eligible Employee of the Company, to receive a Stock Option under the 
1968 Plan. Reference is made to the 1968 Plan for definitions of terms used in this Stock 
Option. 


OPTION 


Lilly hereby grants to Optionee the right to purchase Lilly Slock from Iilly upon 
tire terms and conditions following: 

# 

Section 1. Number of Shares. T* . Optionee may purchase a total of 3 t 000 
shares of Lilly Stock by one or more c.\erci>es of this Stock Option, such number, however, 
being subject to adjust' ut under the provisions of Section 3. 


■ (S> 


V 


I 
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EXHIBIT O 

Sretiou 2. Option Price. Tin- Option Price shall 1 m- lS7.r»0 |hi share, whitli has 
I* 1 '-** determined i»y the O.nnniliee Im Ik- the Fair Market Val.tr ol I Jlly Stock uI-.iIh- time 
thi. Slock Option L granted, such Option Price, however, being subject In Kecapilalixatioo 
Adjustment umlcr tin* provisions of Sri lion It. 

Section 5. Adjustments to Nuinlu-r of Shares anil Option Price. In tlic event t»f 
any subdivision or combination of shares of Ully Stock, or in the event of a sUk-U dividend, 
capita! reorjtaoix.it ion, iecapiialix.it ion, consolidation or merger with I .illy- as the surviving* 
corporation, such Recapitalisation Adjustment as the Committee shall deem to be appnr- 
prialc shall he made to the number of shares still subject to purchase under Ibis Stock 
Option or to the Option Price with respect to such shares or to both. 

Section A. Option Exercise Period. This S to ck Opti on may be exercised during the 
period commencing on the dale of this Stock Opt ton. and uni in” at the el osco l business on 
the 17tit day of May u Jj)75j provided, that this Stock Option shall earlier terminate upon, 
’an<r*ti:illTn no event be cxercisablc after, the oeeurrcttcv of any of the following: 

a. I crmin.ition of employment (as defined below), except in eases in 
which concurrently with such termination, the Optionee di*-s or becomes a Re¬ 
tired Employee or a Deferted benefit Employee under The Lilly Retirement Plan. 

b. Expiration of the corresponding calendar day in the second month 
following the day on which the Optionee becomes a Retired Employee or a 
Deferred Benefit Employee under The Lilly Retirement Plan. 

c. Expiration of the corresponding calendar day in the eleventh month 
following the date of death of the Optionee while in the active service of the 
Company as an officer or other cxoculiw, professional, or administrative em¬ 
ployee. 

'‘Termination of employment" shall mean the cessation for any reason of the relation of 
employer and employee between the Optionee and the Company. The Committee shall 

determine if a leave of absence constitutes a termination of employment. 

• • 

Section 5. Limitations on Right to Exercise Stock Option. The right to exercise 
this Stock Option during the Option Exercise Period shall he subject to the following 
limitations: 

4 

a. During the lifetime of the Optionee no one", other than the Optionee, 
may exercise this Slock Option. 

b. After the death of the Optionee, this Stock Option may he exercised 
only by a Successor Optionee who has become entitled hereunder hy will or the 
laws of descent and distribution, ami who satisfies Lilly of his cm it lenient under 
such will or laws. 

ONLY COPY AVAILABLE 

• * 

* • 
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EXHIBIT D 

c. I Iiitc shall In no right t«> exert ise this Stuck Option with ics|m -r| to a 
fractional share or with reluct to less than twenty five (2J1) share-, of Lily Sfnek 
n n less the exercise rovers the entire lul:inrt ol ihc shares of I ally Slock subject to 
purchase muter this Stock Option. 

d. This Stock Option may not be exercised unless the shares of Ially 
Stock subject to purenase upon exercise arc then registered under the Securities 
Act of 1933 and a current prospectus meeting the requirements of such Act is 
then available or unless such registration or such current prospectus is no longer 
required by law. Until expiration of the Nation Kxereise Period or until such 
earlier date on which this Stick Option has been exercised in lull, Lilly will 
endeavor.to keep current under such Act a registration statement covering such 
shares and to keep available a current prospectus meeting the requirements of 
such AcU 

c. This Stock Option is not exercisable while there is outstanding (with* 
in the meaning of subsection (c) (2) of Section 122 of the Internal Revenue Code, 
as amended) any qualified slock option (or restricted stock option) which was 
granted, before the granting of tins Stock Option, to the Optionee to purchase 
stock in his employer corporation or in a corporation which (at the time of the 
granting of this Slock Option) is a parent or subsidiary corporation of the 
employer corporation, or in a predecessor corporation of any of such corpora* 
tions, unless this Stock Option and all such outstanding options arc to purchase 
stock of the same class in the same corporation and the option price of this Stock 
Option is not less than the option price of each of such outstanding options. 

. Section 6. Non-Transfer of Stock Option. This Stock Option is not transferable 
otherwise than by will or the laws of descent and distribution. 

Section 7. Manner of Lxcrcisc of Stock Option. Any exercise of this Stock Option 
must be by notice in writing, substantially in the form attached as Appendix A to this Stock 
Option; given to the Treasurer of I .illy. Such notice must specify the number of shares of 
Lilly Stock covered by the exercise and must he accompanied by payment in full for the 
shares of Lilly Stock covered by the exercise, either in cash or by certified or cashier’s cheek 
to the order of Lilly. If the Optionee desires that the shares of Lilly Stock he registered in 
his name and that of another as joint tenants with right of survivorship, he should so state in 
the notice. 

• • • 

Section ft. Ownership of Lilly Stock and Delivery of Certificate. Lj»on satisfaction 
of the conditions specified in Section 7, Lilly shall lake prompt action to have the shares of 
Lilly Slock covered by the particular exercise of this Stock Option issued or transfericd to 
the Optionee or to the Optionee and another as joint tenants with right of sinvivorship or to 
a Successor Optionee and such Optionee or person or |>crson$ shall own such shares of tally 
Stock covered hy the particular exercise of this Stock Option from and after the elite of 
their issuance or frauslcr on the hooks of Lilly, hut such pci son or persons shall have no 
rights as a shareholder of Lilly until such shares of Lilly Stoik are so issued or transferred. 
Lilly agrees, within a reasonable time thereafter, i%» deliver to the Optionee or Surce»»or 
Optionee a‘ certificate or certificates evidencing ownership of the shares of Lilly Stork 
covered hy the p.n tit ular exercise of ibis Stork Option. 
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Section 9. Notices :iml Payments. Any notice to l*r liy the Ojilimur or 

Successor Optioner licicmider shall In- in wiiting. and any such notice and payment line* 
umlrr shall he «!• fined to lu\r been «lui\ jjvm «.r made only upon receipt thereof by the 
1 rrasnrcr of I .illy al IJH7 Utility Street, lndi.tna|»ilis. Indiana -16223. Any noth cor 

communication by Lilly Item:. Jer sltall bt: in writing anil shall hr denned to have been 
j»i\en in the case of the Option* e if mailed or ilelKrred to the Optionee at his address above 
set forth, or to such other address as the Optionee may specify for the purpose by notice in 
writing to I ally, and in the case of any Successor Optionee to such addrc>s as the Successor 
Optionee may specily for the purpose by notice in writing to Lilly. 

Section 10. Agreement to Serve, liy accepting this Slock Option, Optionee agree* 
to remain in the service of the Company for a period of at least two (2) years from the date 
hereof, at the pleasure of the employing Company, and al such compensation as the Board 
of Directors or the Salary Committee of the employing Company shall reasonably' determine 
from time to time. 


Section II. Disposition of Lilly Stuck Within Three Years. If the Optionee sltall 
dispose of tally Slock purchased u{*ott an .xcrcisc of this Slock Option by f sale, exchange, 
gift or transfer of legal title, prior to the expiration of the three (3) year period beginning on 
the day following -the issuance or transfer of such shares of laily Stock to the Optionee, he 
shall promptly notify' the Secretary of Lilly of such disposition. 


Section 13. Waiver. The waiver by I-illy of any. provision of this Stock Option at 
any lime or for any pur|M>sc shall not operate as or be construed to be a waiver of the same 
or any other provision of this Slock Option at any subsequent time or for any other 
purpose. 

Section 13. Termination, Modification or Substitution of Stork Option, litis 
Slock Option shall be iricvocablc except that lolly sltall have the right to terminate, modify, 
or provide a substitute slock option for this Stock Option upon the conditions and subject 
to the provisions sjH'cificd in paragraph (h) of Section 4.1 of the 1968 Plan. 


Section 14. Section Headings. The section headings in this Slock Option arc for 
convenience of reference only ami shall not l>c deemed a part of, or germane to, the 
interpretation or construction nl this Stock Option. 

j Section 13. Determinations by Committer. Determinations by the Committee 
puisunnt to any provision of the 1968 Plan or of this Stork Option shall be final and 
.conclusive. _ • , 

Section 16. (Effective Date. The effective date of this Stink Option shall be the 
date of its execution by I illy and the vain*- shall l>c fully effective from and after such date. 

Section 17. Governing lame. The validity and construction of this Stock Option 
shall he governed by the laws of the Stale of Indiana. It is intended that this Stock Option 
constitute a "qualified stock option** within the meaning of Section -122 of the lntern:>l 
Revenue Code, a> amended, and it shall hr conslitu'J in a manner consistent with stub 
intent. 


4 
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IN WITNESS WIU.KI.or, Lilly h.i. caused this Ki.hU Option >»»*»«• executed ;md 
its Corjroratr Sc.il to lie hereunto alfixid, in Indianapolis, Indiana, liy its proper off hers 
thereunto clulv authorized, mi tlu* it.ilc hereinabove first set forth. 


ELI LILLY AN1) COMPANY 


B. E. Beck, President 


ATTEST: 


C. II. Bradley, Jr., Secretary / 


* 



ONLY COPY AVAILABLE 


. 5 . 
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EXHIBIT 0 
Appendix A 




Eli Lilly ami Company 
307 East McCarty Street 
Indianapolis, Indiana 1G225 , 

#. • 

Attention: Treasurer 
Gentlemen: 

Pursuant to the provisions of the Qualified Stock Option dated May 18, 1970, 
granted by Eli Lilly and Company to the undersigned, to purchase common stock of F.li 
Lilly and Company, notice is hereby given that the undersigned elects to purchase 

1 shares covered by such option. _* 

payable to your order or cash in the amount of $_*_ accompanies this letter. 


I request that' the shares be issued as follows: 
Name 4 Address 4 


Denomination of 
Certificate^ 


Very truly yours. 


' Insert the number of shares you elect to purchase. • ~ . 

* Insert either “certified cluck” or “cashier’s check." 

* Insert the total amount required to purchase the shares specified. 

•Insert your exact name and address as you wish them to appear on the certificalc(s). 

* Insert the tumihc. - of certificates and denomination of .'ach. lor example, if you purchase 

500 shares and desire 1 ccitificatcs for 100 shares and 2 for 50 shares, you should 
insert: . 


4 x 100 shares 
2 x 50 shares 







EXHIBIT E. 

ELI" LILLY AND COMPANY 



INDIAN. VDOMD. INDIANA ADCOD 

December 6. 1968 


Dear Mr. Varnes: 

This letter is intended as an explanation of the effect 
of the two-for-one stock split approved by the shareholders on 
November 26, 1968, upon your option dated January 20, 1967, 
and the requirements for the use of the Prospectus covering shares 
purchased by the exercise of options. • . • 

• 

1. The effect of the split on stock options dated - 

* January 20. 1967 _*_ 

. The split, you will recall, changed each share of 
common stock from a par value of $2. 50 per share to $1.25 per 
share. Your option contains a provision that in the event of a 
split, the number of shares unexercised under the option shall be 
adjusted so that the unexercised portion of the option after the 
split shall'be the equivalent of such portion before the split. 


The following table shows (i) the number of shares 
available for exercise under your option before the 1968 split, 

(it) the number of shares now available for exercise under such 
option adjusted for the two-for-one stock split, (iii) the original 
option price, (iv) option price adjusted for the 1968 split, and 
fv) the minimum number of shares exercisable under your option 
at any one time, as adjusted to date. 


<i> 

Number of 
shares 
available for 
exercise 
before split 


(ii) (iii) 

Number of 
shares now 

available for Original 
exercise by option 
virtue of split price 


(W) 

Option 

price 

adjusted for 
stock split 


(v) 

Minimum 
number of 
shares 
purchasable 
at one time 


• 4000 


8000 $89.50 $44.75 


60 shares 


We suggest that you attach this letter to your stock 
option as evidence of the Company's recognition of your remaining 
r, -ihts under your option and to guide your future actions under it. 
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2. Use of Prospectus. 

In April of this year you received a copy of the Company's 
Prospectus dated April 25, 1968, covering shares of Lilly stock 
which may have been or may be purchased by you pursuant to stock 

options. . 


Enclosed is an amendment, or "sticker", to the Prospectus 
that reflects the stock split, the increase in authorized shares and 
the elimination of authorized but unissued Preferred Stock. 


I suggest that you affix the "sticker", which is gummed for 
the purpose, to the front page of your copy of the Prospectus dated 
April £5, 1968. If you sell any shares acquired by you on the exercise 
of stock options, it will be necessary for you to deliver a copy of that 
Prospectus, with the "sticker" attached, to each purchaser. If you 
make a sale through a broker acting as your agent (as distinguished 
from a broker purchasing from you for his own account), you should 
instruct him that the shares you are selling are covered by the 
Prospectus, as amended, and that the Prospectus, as amended, must 
be delivered to purchasers of such shares. 

Additional copies of the Prospectus and the new "sticker" 
may be obtained from my office. 


Very truly yours. 


' ^ ^ 


CHB:MWS 







in* 
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EXHIBIT F. 

ELI LILLY AND COMPANY 


• ••«*• •»•!* I* «• December 6, 1968 

***«••* 


•Dear Mr. Varnes: 

This letter is intended as an explanation of the effect 
>i the twn-for-one stock split approved by the shareholders on 
li nvmbur 26. 1968. upon your option dated January 19. 1968. 

.»nd <!ic requirements for the use of the Prospectus covering shares 
purchased by the exercise of options. 

1. The effect of the split on stock options dated 
January 19. 1968_* 


•I 0 Q 0 8000 $103.50 $51.75 60 shares 

r 

We suggest that you attach this letter to your stock 
*'»ti *n as evidence of th« Company's recognition of your retraining 
r, - l *r mtder your option and to guide your future actions under it. 


, The split, you will recall, changed each share of 
***':*£&; common stock from a par value of $2. 50 per share to $1.25 per 

' share. Your option contains a provision that in the event of a 

| split, the number of shares unestercised under the option shall be 

adjusted so that the uriexcrcised portion of the option after the 
split shall be the equivalent of such portion before the split. 

• 

The following table shows (i) the number of shares 
available for exercise under your option before the 1968 split, 
till the number of shares now available for exercise under such 
«:;ti in adjusted for the two-for-one stock split, (iii) the original 
option price, (iv) option price adjusted for the 1968 split, and . 
iv| the minimum number of shares exercisable under your option 
, **ny one time, as adjusted to date. 

W * (ii) (iii) (iv) (v) 

Number of Number of Minimum 

chares shares now Option number of 

available for available for Original price shares 

exercise exercise by option. adjusted for purchasable 

virtue of split price stock s plit at one time 


Vv • 

V•_ .»*r .* 


. • ,* • v ’ 
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EXHIBIT P 

2. Use of Prospectus. 

In April of this year you received a copy of the Company's 
Prospectus dated April 25, 1968, covering shares of Lilly stock 
which may have been or may be purchased by you pursuant to stock 
options. 

Enclosed is an amendment, or "sticker", to the Prospectus 
that reflects the stock split, the increase in authorized shares and 
the elimination of authorized but unissued Preferred Stock. 

I suggest that you affix the "sticker", which is gummed for 
the purpose, to the front page of your copy of the Prospectus dated 
April 25, 1968. If you sell any shares acquired by you on the exercise 
of stock options, it will be necessary for you to deliver a copy of that 
Prospectus, with the "sticker" attached, to each purchaser. If you 
make a sale through a broker acting as your agent (as distinguished 
from a broker purchasing from you for his own account), you should 
instruct him that the shares you are selling are covered by the 
Prospectus, as amended, and that the Prospectus, as amended, pnust 

be delivered to purchasers of such shares. 

1 • 

Additional copies of the Prospectus and the new "sticker" 
may be obtained from my office. N 

Very truly yours. 


CHB:MWS 






Mr. C. I*. Yarn** 



EXHIBIT G 



May 16, 1968 * 

■ • a • • * 



Bn: Short-Swing Profits - Transactions in Lilly Stock 
Alter Retirement of an Officer or Director 



You have asked whether or not the "short-swing" profit provisions of the '. 
Securities Exchange Act of 1934 apply to a purchase or sale by a director 

or officer after he refires or resigns. . * : 

- • • • • • » * *• • , . * * 

You will recall that under Section 16(b) of that Act, officers, directors and 10% 
beneficial owners of Eli Lilly and Company are liable to the. Company for any 
profit" realized as the result of the purchase and sale, or the sale and purchase, 
of shares of any class of the Company's equity securities during any six month 
period. It has been held that the short-swing profit provisions apply to the 
transactions of a person who becomes a director or officer between the dates 
of two matching transactions. For example, if you sold Lilly Common Stock . 
on May 1, *1968, were elected a director on June 1, 1968, and exercised an 
option on July 1, 1968, you would be liable for short-swing profits since you • 
'purchased and sold Lilly stock within a six month period. . 


The question you have asked, however, has not been decided by the courts. On* 
of the leading writers in the securities field states that "it may be a bit more 
difficult to justify holding a person who had no access to inside information at 
the date of the second transaction than one who had no access at the date of the . 
first." II Loss, Securities Regulation , p. 1061 (sec. Ed. 1961). He contends 
that the application of Section 16(b) seems foreclosed by the Commission's 
rule which exempts from Section 16(b) any transaction exempted from reporting 
under Section 16(a). That rule does not help one who becomes a director < 

between the dates of the two transactions, because the reporting rule requires 
a filing with respect to any sale (or purchase) after a person becomes a director 
or officer even if the security was purchased (or sold) earlier. But no reports 
are required for transactions after a person ceases to be an officer, director 
or 10% beneficial owner. 

... •• . ..... . 1 • 

. • „ •. • 

In light of the harsh results which may arise from violations of Section 16(b) and 
. the absence of a controlling decision, it would seem prudent to assume that & 
purchase or sale after you cease to be an officer or director may be matched 
against a sale or purchase effected during the time you are an officer or director 
and within the six month period. 

• .: v „• - - *■ 

Since this question relates to your personal liability, you may wish to consult 

your, attorney. • ,• 

• • 

. . • • • 
e «* • 

• • • • 

• • I *’ 


C. H. Bradley, Jr. '. 
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• .* EXHIBIT H. •; V * 

4 • .*. *. *. ;• April 1, 1969. .“ . . • 

• t ‘, . f . • • ‘ *. \ •• 

Mr. J. O. Waymire • * : * 

cq: Mr. E. N. Beesley * . ; *.* . **•*“* ' * 

• - Mr f B. E. Beck .. . \ • -1 •> - •.>V.*\ ' •; . .* :.h * ..* 

Mr.. F..B. Croner, Jr. ‘ /W- .* * * a. l v 4 . . : .*• * " • 

Mr. e. f. Rattiff [i . v 

Mr. W. C. Taylor, Jr. *• «*.•■ * i ‘ 

•* Mr. G. L. Varnes * * 

. '•* . . .. ' -1 ' *! *' 

• • f . ' • . . 

Re: Short-Swing Profits—Transactions in Lilly Stock After Retirement of 

* an. Officer or Director ’ • •«. t..' 

* • • ••.*’* s s':*... * 

• . • . • 

in • 

•Some time ago I sent you a memorandum' 1 which discussed the application 
of the "short-swing” profit provisions of the Securities Exchange Act of 1934 
to a purchase or sale of Lilly stock by a director or officer after he retires 

or resigns.- ... •• : . .. . 

• ♦ *• ’* • 

That memorandum observed the question had not been decided by courts and * 

recommended in light of the harsh results which may arise from a violation 
of Section 16(b) that it would be prudent to assume that a purchase or sale 
*after you cease*to become an officer or director may be matched against a 
sale or purchase effected during the time you were an officer or director and 
within the six-month period. . <*•. %... 

• • • . • • 

. • • • 

* This question has recently been the subject of an opinion by the United States 
Court of Appeals for the Second Circuit. ^ The court ruled that Section 16(b) 
liability does attach to a corporate director's short-swing profits realized 
. after he ceases to become a member of the board of directors. P) in s <> ruling, 
the court said: • 

•• . . • • • * • • •** .•••;.-.*• • * * 

"To be sure, the congressional belief that inside information 
could be abused, the belief that prompted the prophylactic 


^ Memorandum to Mr. Varnes dated May 16, 1969, a copy of which Is 
attached. Short-swing profit liability should not be confused with the liability 
of "insiders” under the Texas Gulf case. 

• t 9 — ■ —■ - ■ • , • ‘ 

* , • • . • 

(21 • 

' \ Feder v. Martin Marietta Corp., CCH Fed. Sec.. L. Rep. J92, 333 (1969). 

* • . • 
• • • • • 

• (3) Although the court's ruling is limited to a director's liability, it must be 
assumed that the liability of an officer would be the same. The statute evidences 
a qlcar intent to treat corporate officers and directors in one category of insiders 
and 10% shareholders in another. . 
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EXHIBIT H 


•. / • •• 
• <• j 


c 


t m \ 


x . I * 


enactment of $ 16(b), is just as germane to tbe situation when 
a person is a director only at the time of purchase as when he 
is a director only at the time of sale. For, in the case of a 
director who resigns his directorship before the sale, it is 
possible for both the purchase and sale to have been unfairly 
motivated by insider knowledge; whereas if the purchase were 
made prior, to the directorship only the sale could be motivated, 
by inside information. Clearly, therefore, a "short-swing" 
sale or purchase by a resigning director must be a transaction 
'comprehended within the purpose of* $ 16(b) $♦*. * 


• * -If a director or officer purchases or sells Lilly common stock before he retires 

l * . .-1 after retirement within six months effects a matching transaction, he would 

•**,/ be liable for short-swing promts. Section 16(b), of course, is not applicable 
' i. " : unless one of the matching transactions (purchase or sale) was made at the time 
you were h director or officer of the company, • u . 

, • • • * . • . •*» . *-••**•• I \ ** . 

•••• •• • • , . * , • , • 
• • • • * • 

* * • •/ . If you have any questions regarding this matter, please let me know. 


I •; . Xi you nave any questions regaruing uua matter, piease let me Know* 

• • • • •. . - . - •. •• • * . • . . ‘ 

! . * , • _• ... • • . . • . . . •• 

k . . • •• • • * m ■. !• •• a. • • . • • • tf , • 

ft • *■• •#,*•«. . • • • *. . • • . — •* * ■ *• • • *•• 

v-* . • •>-. .-.’y. : I.>. , s . ’ 

i */.. •* * * C. H. Bradley, Jr. ' 

f • iyi • •• •*. • _ « • • _ • • 

■** . j' • : ... j“ • 

l .• attachment — * • •#*. . ■ * ■ 









«** ••* 
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EXHIBIT I. 


Mr. F. B. Croner. Jr. 
Mr. G.. W. Miller 




y • . -» 


• • 


For your Information. 


...»• 4 * 


•. . •’ 



If you plan to retire aa a director (or cease to be‘an officer of 
the company), you will be interested in tbe attached memorandum 
* by Mr. Croner. In short; the memorandum observes: 


. . 1.. The short-swing profit rules have been held by a 
• V . ' recent case to apply to a transaction in Lilly stock 

. *. - **.* •made after a person ceases to be an officer or 
. director. Heretofore, we had assumed this was 
•. - • ' rule, but no case had squarely held so. * 


v 

>• 


'“*.‘2. Following the decision, the SEC amended its rules 
' t . -• to require the filing of a Form 4 (Statement of 

^ Changes in Beneficial Ownership of Securities) in 
V ‘ .certain cases after a person ceases to be a director 
.•**;■ or officer; . ... . • *.. 






3. In connection with the application of the short-swing 
profit rule, the time of election to withdraw from file 
- Savings Plan may be important. 




X*-. • 


•> ^ A !.r ;*.* •* si 


> i- 

attachment 


C. H. Bradley. Jr. 

.* . V 


.*• • 4 
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EXHIBIT I 


* ' * f • 
*.*• .* 

•• • 

. • % * 
\'A 


; Res Changes in Beneficial Ownership of Lilly Stock- - Obligations of *' 


► • 4 -• 




’ a* • • 


.The United States Court of Appeals for the Second Circuithas held that * 

; liability for "short-swing" profits .nay be incurred under the Securities 
Exchange Act of-1934.by a retired member of the board of directors or • 
*«tired officer if such profits are realized within six months after a 
’ matching transaction made while he was a director or officer. Therefore.. 
. if a director or officer purchases or sells Lilly stock before he retires 
and after retirement within six months effects a matching transaction, he 
1 .wpnldbe liable for short-swing profits. •«/. . *• ?• 


fc •• ... \ ^-4.-s-r^v; 

b. rtltng of form« • . = ; ’ “V *' 

“ . . • . •• ■ r .v- • • 

• following the decision of the Coort of Appeals, the SEC amended its rule 

• relating to the filing of Form 4 (Statement of Changes in Beneficial 
•Ownership of Securities) to require in certain cases the fUing of that •* 

, /form for transactions occurring after a person ceases to be a director or 
. officer, The amended rule requires that Form 4 must be filed for any 
change in beneficial ownership of Lilly stock that occurs within six months - 

• after a change that occurred while a person was a director or officer. 

\ ** r *P°rtlng requirement continues so long as changes occur that-are 
.within six months of other changes that occurred before a person ceased 

.. to be a director or officer, see. Reg. 240.16a-1. attached. * 

• • . . • 

• . . . • • • . • 

. - * Withdrawals of Stock from The Lilly EmploVee Savings Plan ' 

• • * " V.\ . 

You should be aware that in connection with any withdrawal from The Lilly 
Employee Savings Plan, your election to receive Lilly stock in lieu of cash 
. may be viewed as a "purchase" that can be matched with a sale made within 

tlx months prior to or subsequent to that election. . •. ... . 

**• ... 

• Thus, a director or officer who makes such an election prior to retirement 

would be required to report the transaction on Form 4 and may be liable for 

. .*•** profit resulting from a matching sale within six months after his 

election. Likewise, an election made after retirement could be matched 

. with a sale made prior to retirement and within the .six-month period and. 

In such event, would require the filing of Form 4. . 

8 • •• .#* • •. 


* Fredf B.. Croner. Jr. 
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fifod §* with which reports pursuant to Section 16(a) of the Act need hi 
Commission V ** £ 

to7,»tts!Sr u S.S K b“t ^«-&S3*^K25 

.* ■: . . • ..* • ••. ’pursuant to Section 16(a) wit?.*** *° “v* ®** statcmc «»ta 

• V' ”• i •* # «c£n£ W ^ wtt ».^exchange other than the 

-. : I369(S" ifiyiOXCCH* *** ^ rf ** r * MUM art cite tin October 20, ’ * 
* ^ director or officer who js required to file a statement on Form 

Issuer first* 1 *\° Y' thm 6 months after equity securities of such 

KEF »S b e C mc r . c S'*tered pursuant to Section 12 of the ActTshlll fo 
dude-In the first such statement the information called for J 
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EXHIBIT J. 


* • •• •• 


:: '• 


.. **> 




2 - 'f-7/ 

(Date) 


Eli Lilly and Company ’* . * ** •* ^ •»_ 

307 East McCarty Street \ *.*• ***•.*•» 

Indianapolis, Indiana 4622S ** •% •* • 

• • * • • • • • • ^ ^ ’ • 

Attention: Treasurer .* ''*.*•• *-*V *' 

• .* % • • * * < .* * . * .• • • • . 

Gentleman: * 

._ ; • • c\ 

•Pursuant to the provisions of the Option,dated l *_<•,. - /<?£ Z 

granted by Eli Lilly and Company to the undersigned, to purchase 
«cosnon stock of Eli Lilly and Company, notice is ^hereby given that the 
.undersigned elects to exercise said option with respect to C ~»• r 

■ r j,. A • - 


to your order, in the amount of 
------ — accompanies this letter. 

•* ’# . 

The undersigned hereby confirms that it is his present Intention to 
purchase the shares referred to above for investment and not with a 
view to, or in connection with, any resale or distribution thereof. 

V 

Very truly yours. 




• i * • . 




X CO 6 




oo 


a 










% 


.« .. 


.* • ' \ 


EXHIBIT K. 




;v *:• 




• • • • 


, ... v (Pate) 

• • • 


• “ • *• • • • • • • • 

.. • •• /S:. • - • 

. - • . .< 

visions of the Option dated /$—/<?££ 


B1C tllly and Company .•.**.••**. ,*/• *. - 4 * . 

307 East McCarty Street . . \ * * 

^'Indianapolis, Indiana 46225 * " * * %\\ • **.’. • * • * 

• • ^0 9 • • •• • • 

Attention: Treasurer *" ' 

• • « ^ 

_ ••••..*• . 

Gentlemen: • * •• /v *• • 

• *• C\ 

•Pursuant tothe provisions of the Option dated ! /f—/*ydjT 

granted by Ell Lilly and Company to the undersigned; to purchase 

J ^T° a / t0 5 k ? f Eli LiUy and c *°P™y> notice is.hereby given.that the 
.Undersigned elects to exercise said option with Vespect to »/*/-•*• 

— _ . • ^/% :- 


to your order/in the amount of 
accompanies this letter. 

e • • , 

The undersigned hereby confirms that it Is his present Intention to 
•purchase the shares referred to above for Investment and not vlth e • 
view to, or In connection with, any resale or distribution thereof. 

Vejy truly vo^r?. 


• A • 


& 


/OOQ. 


— • ftc 


0 0 


• • 










EXHIBIT L. 


J75T ?/ 


.(Pate) 


Ell Lilly and Company 
307 East McCarty Street 
' Indianapolis, Indiana 46225 

Attention: Treasurer 

Gentlemen: 


• * v 




• ^ 


_••••• . • • • • 

• • ••• * ,• . 

.V • * 

i datef^*^ £ 7 — / *? C 


■Pursuant to the previsions of the Option date f^^'o £ 7 — / *? C f 

granted by Eli Lilly and Company to the undersigned, to purchase 
icontnon stock of Eli Lilly and Company, notice is hereby given that the 
‘.undersigned elects to exercise said option with respect to »/*cd 


to your order, in the amount of 
accompanies this letter. 

The undersigned hereby confirms that It Is his present intention to 
•purchase the shares referred to above for investment and not vlth a 
view to, or in connection vlth, any resale or distribution thereof. 

Very truly yours^ 

• //. 


'3-/00a 

. # 

/ - g~oo 
f- /t><? 
Y- Z<e 


% 

s O* 

. . So o 

2 , * ^(90 • 


I 


/o o 


j/oco . 


*hooQ^ 7 9.at v/i/< 

/ 












EXHIBIT M. 


« . ./ • t 


. . •. « 


(Date) 


Ell Lilly and Company 
•307 East McCarty Street 
'Indianapolis, Indiana 4622S 
• • 
Attention: Treasurer 
: *. ' 
Centleoen: .* 


>. l * •* 


• * 


Pursuant tp the provisions of the Option dated /_f^r£76 

granted by Ell Lilly and Company to the undersigned, to purchase 
.common stock of Ell Lilly and Company, notice is hereby giventhat the 
-undersigned elects to exercise said option with respect to i •- <r > 


to your order, in the amount of 
accompanies this letter. 

• • 

The undersigned hereby confirms that it is his present Intention to 
'purchase the shares referred to above for investment and not with a 
view to, or in connection vlth, any resale or distribution thereof. 


Very truly yours* 



— /O <£> d 




3ooo(Q n 


.4 0 < ' 7 
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EXHIBIT N. 

GEORGE L. VARN'ES 
7777 Ridge Road 
Indianapolis, Indiana 46240 



« 

t 

4 

V 


*? 

I 

i 


•«. . 


June 3, 1971. 


General Counsel 

Securities and Exchange Conaission 
500 N. Capitol Street, N.W. 

Washington, D.C. 20S49 . 

Dear Sir« 

» 

Your advice is revested as to the earliest date on which 
Z nay sell shares of certain conncn stock of Eli Lilly & Co* 
purchared Vy ; n?e'as a result of the exercise of certain qualified 
stock opt? ns granted to ne while I was on officer and director 
of Eli Lilly & Co. so as not to cc -.e with the provisions of 
Section 16 (b) of the Exchange Act requiring the repayment of 
any profit fron such salo* 


For several years prior*to February 1, 1971, I was an 
officer and director of Eli Lilly & Co. During the period of ■ 
ciy employment I was granted certain qualified stock options to 
purchase the cordon r.tock of Eli Lilly 6 Co. The relevant options 
are as followst -* 


Date Granted 
January 20, 1967 
January 19, 1963 • 
February 17, 1869 • 
gay 18, 1970 


No. of Shares 

4,000 

4,000 

4,000 

3,000 


Option Price 

89.50 (1) 

103.50 (2) 

79.08 

87.50 


(17 By reason of a two for one stock split the nurbor of shares 
increased to 8,000 and tho price became $44•75’. (2) Ey r< seen 

of a two for one atcck split the number of shares increased t« 
8,000 and the price bocano $51.75. 




i 
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Pago Two exhibit n 


On December 22, 1970 while an officer and direct- r of 
Eli Lilly & Co. I exercised part of the option granted January 
20, 1967 and purchased 1600 shares. During the six ronths 
period prior to December 22, 1970, Z did not purchase or sell 
any shares of stock of Eli Lilly & Company. 

• i . 

On January 31, 1971, I resigned as an officer and member 
of the Board of Directors of Eli Lilly & Co. and such resignations 
were accepted on that date. Since that date I have been complete¬ 
ly and fully retired from any participation in the management 
end conducts of the affairs of Eli Lilly a Co. 

* • 

On February 2, 1971 Z exercised the option granted January 
20, 1967 and purchased the balance (or ’6,4001 of the shares ' 

remaining under that option. 

• • . 

% . 

On Fobruay 2, 1971 I exercised the option granted Jrnuary 

19, 1963 and purchased 8,000 shares. 

% 

. On March 26, 1971 X exercised the options granted February 
17, 1969 and May 18, 1970 and purchased 7,000 shares of Eli 
Lilly 6 Co. . 

As of April 1, 1971 and to date Z cun 35,000 shares of Eli 
Lilly Co. common stock. 

Zt is r.y view and cpir.icn that under the previsions of 
Section' 16 (a) and 16 (b> profits nay be recovered fron any 
"insider” only if a purchase and sale takes place within a six 
months period when either the purchase or sale of stock wa3 at a 
time when the person was an officer or director off the issuer and 
that in order to avoid the provisions of Section 16 (b), Z r.ust 
not make any 3alo of Eli Lilly common stock during .a 3ix ronth 
period commencing fron December 22, 1970 (the date of the last 
purchaso while Z was an officer ar.d director of Eli Lilly & Co.) 
or not earlier than Juno 23, 1971. 

Zt is also my view and opinion that 3incc tha purchases 
Z made on February 2, 1971 and March 26, 1971 were made after Z . 
ceased to be an officer, employee and director of Eli Lilly & Co. 
X may sell any of these shares after June 22,. 1971 without being 







* . - 


Page Throe 


exhibit N 


® t ° Eli Wily 6 Co. for tho repayment of any profits 
arising therefrou, the purchase and sale of these shares having 
taken place after I ceased to be an officer or director and 
employee of Eli Lilly * co. 

• ^ info f n ' llio P inicm letter is hereby requested confirming 

?? 6pi " ions of the application of Section 16 (a) and 

. ' ' n 5f R *tuation. If you a ce not in agreement with ry 

interpretation please fumi3h me your opinion as to the earliest 
.date on wnich I can cell my shares of Eli Lilly stock without 

* ® ub J° ct to th « repayment provision of Section 16 (b) of 
tno Act. 


. * *, h ?5 eb }f authorise y° u to send a copy of your opinion 

to the follovfinctt 

• • 

• •••*• * * • 

• Ell Lilly C Co. 

Attni General Counsel 
.V Indianapolis, Indiana • 

• *•;•••••%..•• * . ’ . . * 

;»*"•; . Elmer E. Lyon 

Attorney, at Law 
2700 Indiana Tcwor 
Indianapolis, Indiana 


Very truly ycuro. 


/ ... 


George L. Varnes 


General Counsel 
Eli Lilly » Co. 
Indianapolis, Indiana 


* 






cmb jsxmx 


*■}'.*■ .. 

X-\. **< - *. '■ .• • • 

T • . • i • . • • 

• • • 

• • 

Mr. George L. Varnes • 
7777 Ridge Road 
Indianapolis. Indiana 46240 

• • • 

Sear Mr. Varnest 


EXHIBIT O. 

; •• %.*. • • 

• • m • T • • # * 




••xV 1 '• • 

• - % • a 


i 


jUN 281971 


w ^ 

This Is In response to your letter of June 3* 1971 regarding the 
earllost date on which you could sell sharos of Ell Lilly & Co. 
Common Stock without Incurring any short-swing liability under 
Section 16(b). * . 

• • e • 

- .. •* • •' 

. Since the Commission io not charged with the enforcement of civil 
liabilities provided by Section 16(b), it would bo inappropriate for 
ns to render an opinion in any particular case. The scope and ex¬ 
tent of such liabilities and questions of interpretation or this section 
are matters for determination by the appropriate courts in litigation 
between interested. 

• .*• •• 

Therefore, 1 ouggest that you confer with your attorney and the 
company counsel concerning this matter. In this connection, yon 
*oay wish to read. Adler v. Klawans (CA-2, 1959) 267 F. 2d840. 

Ver/t}uly yours, _ 


U. 


Robert E/^Taylor, <~yief. 
Section of Ownership Reports 


CC* Eli Lilly tt Co. ‘ 

Attention: General Counsel 

Indianapolis, Indiana 46240 

• # 

* 

Elmer E. Lyon 
Attorney at Law 
2700 Indiana Tower 
Indianapolis, Indiana 


Copies to: F. B. Croner, Jr. 

W. C. Taylor, Jr. 





r\ \ V' 


#•* • * 


ONLY ; COPY. AVAILABLE- 




’ ‘l 


# • • 1 


‘ 1 


% 
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EXHIBIT Q. 


- Confirmation 
and Statement 


' Raffenspe roer.H uohes & Co. 

20 yjorlk SM 

Indiana 46204 


Ttkphoitt )I1/()14SS1 


If thb statement b not In accordance with 
. understanding, astif; os immediately. 


7/6/71 


7/13/71 


* George L. Vames 

* 7777 Ridge Road 

* Indianapolis, Indiana 


’** " *•» ““ »« rm 
- V* rtBt ,Br “ oth,r w * lure mb_I 

irom !«>•_ 

-As Principal for ear owe _ 

here purchased from y«* ^ 

— *&£%£* •“» 

“*«•» tCT 


Exchange 


m OB SHAM 


Amount 




Special Instructional 


TOTAL SALE 6300 shs. 

• ’ •• • * 

CUSTOMER WILL DELIVER. SEND CHECK. 


Commission - • » • 
Tax ------ 

SX.aPee - - - - 
N.T. State Tax - • . 


Accrued Interest 


T0TAL |_124.097 


Prompt Delivery of Securities is Expected. 

If we hare acted as your Agent, we will upon request, furnish the time end ptyr 
of tho transaction and the name and address of the buyer. 


• • •* + •• t 


ONLY COPY AVAILABLE 



















% 


V 















EXHIBIT S. 


Confirmation 
and Statement 


Raffe nspe roer. H ughes & Ca 

20 fjorlk TfJtrlJlmm 
JmJlmmmpmfii, *3* Jim mm 46204 


317MSV49S1 


If tkls statement la not In accordant* with vow 
maorrataadinr. notify ia immediately. 


• George L. Varnes 

• 7777 Ridge Road 

• Indianapolis, Indiana 


moiiiAu 



ELI LILLY 


COMMON 


Special Instructional 


7/6/71 


7/13/1 


Aa A rent for yon wo Ian ae!4 fw 


Aa A rent for 


wokava pure] 


> Principal for w n 
are purchased from yon 


As 


WO knee pad 


WVSE 


AMOUNT 




NT. S 


TOTAL SALE 630Q sha. Customer will deliver 
Send check. 


TOTAL 


S4S,395.0 


Prompt Delivery of Securities is Expected. 

If wo have acted aa your A rent, wo will upon request, furnlak the time and pines 
of tha transaction and tha name and address of the buyer. 
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EXHIBIT T. 


, Confirmation 
* 'arid Statement 


Kaffenspe rger. H ughes & Ca 

20 ¥J»rlk fjjtrt/tm* 

Smlu im 46204 


Telephone 317/633-4SSI 


VOkiUtninl bkia accordance with 
understanding, notify ns immediately. 


* George L. Vamee 

* 7777 Ridge Road 

* Indianapolis, Indiana 


7/6/71 7/13/71 

-at— for yen ws turn sold for yw 

■■ 1 Afmt for another ws ban purcbau 


Principal for our own account i 
vo purchased from yoo 


Ai Account Mcmbar >wo have purchase 


AMOUNT 


LILLY 


COMMON 


' 120 . 


&E.aPoo 

KT.1l ttsT 


TOTAL SALE 6S0f she. 

CUSTOMER WILL DELIVER. SEND CHECK. 


TOTAL 


37.304.2 


Prompt Delivery of Securities is Expected. 

V vm ban actad aa your Ascot, wo will upon request, furnish the and t Vt t 

m the t ran sa ct i on and tha nama aad address of the boyar. 


v,. 1 1 \ k *. .*•' 


ONLY .COPY AVAILABLE 


§ 
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EXHIBIT U. 

GEORGE L. VARNES 
7777 Ridcj-j Rood 
Indianapolis, Indiana 46220 


July 13, 1971 


Mr* C* H* Bradley, Jr*, Secretary 
Eli Lilly and Company 

Indianapolis, Indiana 

* • • 

Dear Mr. Bradley t 


. .'I 1 ' 0 


t ?' the P roviai °ns of ti»e Stock Option Plans cade 

topnanv^fM "? Whil ® 1 was an cn Ployee of Eli Lilly and 
Company, thi; is to aevise you that on July 6, 1971 I cold 
6300 shares of the common stock of your company. 

• • • • 

Three thousand of these shares were acquired by so as a 
HiM afsn «“ Pk Option granted Hay 18, 1970 at an option 
March 26, ? 197i° P ° r shar °* 1 °«»lulrcd those 3000 shares on 

on e M»^h r en 30 ?a^ a J CS !"* kln9 “? tha total of 6300 were acquired 

S u h ~ fl ’.i 971 by tho exorciso o* on option granted tone 
on February 17, 1969 at the option price of 579.08. 

The 6300 shoros sold on July 6, 1971 was node up of the 

ft 1 si 2 s n ft^H S nei 0a ! S 400 S !; 0res at * x24 * 75 » 500 shares 
at $125.25 and 5400 shares at $124.50. 

• • * • 

X made the foregoing sales after ny attorney, Elmer L. Lyon, 
had advised me that you as General Counsel of Eli Lilly an- 4 

SmJT ^ a ? ree T ent With his Position that any sale nado 
y me after termination of my employment and made six months 

insiders^profits^ "* “ e “ 9loy “ woul “ «« ■>« subject to 

I wish to thank you kindly for your cooperation in this natter. 

Sincoroly, 


George L. Varnes 
\ • 







54 


• • • 


*• til 


Morris J. Levy 


EXHIBIT V. 


COUHSgLOa At LAV 




w • * f 


»owwi 


• .. . . . *•' .»■*• 

. • * * . •' . 


Eli Lilly and Company 
307 East McCarty Street 
Indianapolis* Indiana 46206 


. 


v . 

•• •/ *• 


Gentlemens 




*.:’vr »/*•» •* . • t 


V ‘V/ ■ V-- & 

'1 


. X am the attorney for Mr. Harry Lewis, a stockholder of Eli Lilly 
end Company, hereinafter referred to as the "Corporation"• 


On behalf of my client I hereby request the Corporation to in¬ 
stitute suit, as contemplated by Section 16(b) of the. Securities Exchange 
Act of 1934, to recover the profits realized by Mr. George L. Vames , 

, a format officer and director of the Corporation, from his purchases and 
•ales of the Corporation's stock within periods of less than six months. 


I believe such suit is warranted by the following facts i 


Between on or about December 2?, 1970 and July 29, 1971, in trans¬ 
actions effected within periods of. less than six months, Mr. Vames pur¬ 
chased 16,000 shares and sold 12,000 shares of the Corporation's common 
•bock realizing recoverable profits therefrom in the sum of approximately 
$ 220 , 000 . 00 . "* 


Unless the Corporation institutes suit to recover such profits 
within sixty (60) days, and unless I receive due proof before the expira¬ 
tion of this period that such suit has been instituted or that the pro- ‘ 
fits have been repaid, my client will file an appropriate action therefor 
on the Corporation's behalf. # 


HJLem 


■;>S 


Very truly vfours. 


KRIS J 




- / 
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bcc: 

O 


EXHIBIT W. 


ELI LILLY‘AND COMPANY 

IHPUNAPOLIt. INDIANA 4 DIOD 

September 22, 1972 


Mr* E. N. Bccsluy 
Mr. F. B. Croner, Jr. 
Mr. E. E. Lvora 
Mr. E. F. Ratliff 
"Mr. W. C. Taylor, Jr.| 
Mr. G. Li. Varnes 
Mr. R. D. Wood * 


«. iuev«T 4* 


I 


t 


» 


■ AIR MAIL 
• • 

Mr. Morris J. Levy 

261 Broadway 

New York 7, New York 


Dear Mr. Levy: 

This letter is in response to your letter of September 14, 1972, 
requesting Eli Lilly and Company ("Company") to commence an 
action against Mr. George L. Varnes for the recovery of alleged 
profits under Section 16(b) of the Securities Exchange Act of 1934. 

Your belief that such action is warranted is based on an erroneous 
assumption of facts. Mr. Varnes, in connection with his retire¬ 
ment, resigned as an officer and as a director of the Company 
effective January 31, 1971. U) 

Our reccvds and Mr. Varnes' Form 4s filed with the SEC show 
(i) that the only transaction in Company common stock by Mr. Varnes 
during* the six month period immediately preceding the effective date 
of his resignation was a purchase on December 22, 1970, of 1,600 
. shares and (ii) the only sales of such stock made by Mr. Varnes in 
1970 and 1971 totaled 6, 300 shares and were all made on July 6, *971. 
While such sales were made less than six months after Mr. Varnes* 
resignation, they were made more than six months after his last 
purchase prior to his resignation. Therefore, the Company docs not 
intend to comply with your request because Mr. Varnes realized no 
"profit" that inures to and is recoverable by the Company under 
Section 16(b) of the Securities Exchange Act of 1934. 

Very truly yours. 


c /// 




O.'uw 


'M 




CliBtcso 

note that the Official Summary of Security Transactions and 
Mo\<t 


th j SEC did not indicate Mr. Varnes 1 
issue. However, the effective date of his resig- 


resignation 


-.1? p * issued by 

«»»]inK3-July 1971_ 

, was shown on his Form 1 filed with the SEC for the months of 
*• » r nary, March and July 1971, respectively. 


I 





















